The Conceptual Framework
The North, Wallis, and Weingast (NWW) conceptual framework begins with the concept of a social order, a framework for understanding the political, economic, and other social systems. Each social order handles issues of violence, institutions, and organizations in different ways. A major premise of the approach is that all human societies fall into one of three social orders. The social orders differ in how they solve the problem of violence and how they treat organizations. The hunter-gatherer society reaches back to the beginnings of human history and involves a social organization of small groups, typically around twenty-five but sometimes as large as two hundred. This social order will not concern us. The limited access order or natural state arose with the beginnings of civilization between five and ten thousand years ago and includes all historical hierarchical societies and most of those on the planet today. The open access order is a relatively new form of social organization, arising about 150 to 200 years ago and includes two to three dozen societies today. I discuss the second and third social orders in turn.
The Logic of the Natural State
The natural state or limited access order solves the problem of violence by creating rents. It grants various privileges to powerful individuals and groups. For example, these groups may gain monopoly privileges over trade, the right to hold a market, a local monopoly on the right to mill grain, or the monopoly right to open a bank. The central logic of the natural state is this: because fighting lowers the flow of rents from their privileges, granting privileges to those with access to violence gives them an incentive to cooperate instead of fight.
Moreover, natural states must exhibit a balance between a group's power and privileges. Failing to create this balance risks violence. If a group believes its privileges are too small relative to its power, it will be tempted to use that power to take greater privileges. We call the limited access order the "natural state" because until the last two hundred years, it was the only way to organize a hierarchical society. It remains today the dominant form of social organization, covering all but two or three dozen states.
An important feature of the natural state is limited access-restrictions to elites to form organizations supported by the state. Because the political system uses rents and limits on access to sustain order, natural states cannot sustain competitive markets.
A central feature of natural states is that all relationships are personal. This means that the principal basis for enforcing exchanges is repeat-play, face-to-face interaction. Similarly, the natural state treats individuals and groups differentially; those with greater power have greater privileges and greater access to state services; those with little power may have no access to these services at all. The personal basis of natural states means that they cannot deliver policy benefits to wide classes of people based on objective or impersonal characteristics. Poverty programs may nominally attempt to provide poverty relief but instead become a form of patronage doled out by patrons to their clients or by the regime to marginal constituents. Although these states may promulgate unemployment insurance, natural states typically cannot deliver the benefits to those who have been recently unemployed.
Examples of natural states include historic states, such as the Roman Empire, the Aztecs, and medieval England. Contemporary natural states include all of Latin America and sub-Saharan Africa, most of the Middle East, and most of central, south, and Southeast Asia.
The Logic of Open Access Orders
Open access orders differ considerably from natural states. All citizens have the ability to form contractual organizations and to access the state enforcement apparatus. Open access orders therefore sustain a rich civil society with a wide variety of political, social, economic, and religious organizations. Open access to organizations also sustains competition in both the economy and the polity. People and groups are free to form and maintain political parties that compete for political power.
Because this paper is about the rule of law in natural states, I will not fully develop the logic of open access orders. Three features of these societies are critical, however, for the creation and maintenance of the rule of law. First, they support impersonal relations and impersonal exchange. This means that not all North (1981) and Greif (2006) both emphasize the importance of the development of impersonal exchange in the growth of the West. Second, open access orders have the ability to deliver public policy benefits on the basis of impersonal characteristics. Unemployment insurance, for example, can be delivered to unemployed people based on publicly specified criteria rather than being handed out by the powerful to their clients. The same holds for other social insurance programs associated with open access orders, including health insurance, old age insurance, and workers' accident insurance.
Third, all citizens have access to the courts and are subject to the rule of law. Obtaining judicial rulings does not require bribes, nor is the outcome responsive to bribes but instead follows a set of impersonal criteria set out in the law.
The Transition: The Doorstep Conditions
The NWW conceptual framework redefines the problem of economic development as the transition from a natural state to an open access order. The transition takes place in two stages: a natural state obtaining the doorstep conditions and the transition proper. For purposes of this paper's topic, I concentrate on the first stage, the doorstep conditions.
The key to the transition is that some natural states move into a position in which they can sustain incremental changes in open access. We call these the doorstep conditions.
The first doorstep condition is rule of law for elites. Elites in some natural states transform their privileges into a set of elite rights that are the same for all elites. They might do so, for example, because such rights are easier to enforce than a set of differing privileges. When this condition holds, elite privileges have been transformed into impersonal rights. Of course, this condition in no way implies that elites extend these rights to all people in society.
The second doorstep condition is the creation of a perpetual state, including the ability to sustain perpetual organizations. The idea of perpetuity is that the institutions and organizations are defined independently of the people who compose them. Political institutions, for example, do not depend on the identity of the ruler; and perpetually lived organizations are independent of the members who create them. A critical feature of perpetuity is that it is necessary to bind successors. In the absence of a perpetual state, tomorrow's rulers can change the institutions, rules, rights, and privileges of elites and citizens alike.
The third doorstep condition is the consolidated, political control of the military. Without such control, the other two doorstep conditions cannot hold, as is obvious from the examples of coups that can occur when this condition fails. Coups allow the new leaders to alter rules (so the second doorstep condition fails) and to terrorize citizens (so the first doorstep condition fails).
All of today's open access orders went through the transition, beginning with the first movers who completed the process in the mid-nineteenth century (Great Britain, France, and the United States), the later movers in Western Europe (also including Australia, Canada, Japan, and New Zealand). But the number of states in transition today is small, including South Korea and Taiwan and possibly some of the states in central and Eastern Europe, such as the Czech Republic, Hungary, and Poland. Virtually all other states on the planet-most developing countries-remain natural states, including all the so-called middle income countries of Argentina, Brazil, India, Mexico, Russia, and Venezuela.
Applying the Conceptual Framework: Why Is It So Difficult to Promote Democracy, Markets, and the Rule of Law in Natural States?
To address the paper's principal question, consider the three concepts emphasized throughout this paper: violence, perpetuity, and impersonality. As Table 1 With respect to perpetuity, political institutions in natural states are not perpetually lived but depend on the identity of the ruler and the dominant coalition. Finally, consider impersonality: natural states are highly personal, lacking the ability to treat citizens impersonally and to deliver policy benefits on the basis of objective, impersonal criteria. In short, natural states do not have control over violence, do not possess a perpetual state, and are highly personal. The next step in addressing our question involves observing that too much of existing reform is based on concepts and characteristics of open access societies: that developing countries have control over violence, perpetual institutions, and can deliver impersonal policy benefits. Most reform packages implicitly assume these conditions without examination. But as we have seen, natural states fail on all three of these dimensions. To demonstrate this failure, I consider three categories of reform: rule of law, democracy, and market reform.
Rule of Law
The rule of law means different things in different contexts, and many proponents of this concept include all good things, such as democracy or specific substantive rights, in their definitions. I take a narrower approach here, focusing on the traditional elements of the rule of law (e.g., Hayek 1960; Leoni 1961) . I define the rule of law to include two components: (i) the certainty of the law, so that citizens have confidence that today's rules will also be in effect tomorrow; and (ii) citizens are equal before the law so that the law is applied impersonally.
This approach to the rule of law has immediate implications for our question. First, the rule of law requires impersonality: citizens are treated based on categorical and objective indicators, not on personal ones. Second, not only must the law hold today, but it must also hold tomorrow: this embodies the concept of perpetuity. Third, violence must be controlled, for if it is not, those wielding violence can overturn the law and use force to bend others to their will.
Let's consider these points in greater detail with special attention to natural states. We can see that the rule of law requires a perpetual state: institutions must provide political officials with incentives to honor the rules today; further, they must provide incentives for tomorrow's rulers to do the same. In contrast, the absence of a perpetual state allows leaders to dismantle the constitution and citizen rights. Examples of leaders who have done so in natural states include Vladimir Putin in Russia, Robert Mugabe in Zimbabwe, and Hugo Chavez in Venezuela over the last several years, and Adolph Hitler in Germany during the 1930s as he consolidated his power and created the Nazi regime. More generally, in natural states, changes in the relative power of various groups or changes in the makeup of the dominant coalition typically results in changes in the institutions, laws, rights, privileges, and distribution of rents. Natural states cannot create the certainty and predictability required by the rule of law.
Second, as I have indicated, natural states are personal, not impersonal, so they have difficulty delivering policy benefits to objective classes of citizens, such as the poor or those recently unemployed. Natural states cannot create the equality of citizens before the law.
Finally, the rule of law requires that violence be under control. Yet natural states have distributed access to violence and cannot control violence. Coups, for example, are a threat in virtually all natural states. The outbreak of violence typically implies that the state cannot support today's rules, and if an opposition faction takes power through violence, the absence of perpetuity allows it to refashion institutions and laws to suit its purposes-in direct violation of the rule of law.
In short, natural states lack the conditions necessary to sustain the rule of law. It is possible to implant courts in these states, but it is not possible for them to sustain the rule of law. Indeed, most court systems in natural states are subject to considerable corruption and are another source of rents for elites.
Democracy
Why does democracy constrain political officials in open access orders but not in natural states? Many natural states sustain elections for considerable periods, including Argentina, Brazil, India, Mexico, and the Philippines. And yet it is clear that elections alone are insufficient institutions to control political officials and hold them to be responsive to citizens.
The NWW conceptual framework provides several insights into the question. Most natural states constrain elections in various ways (see North, Wallis, and Weingast 2009b) . Often, they have a lack of a free press or constraints on the opposition's access to the media; for example, the radio and television are stateowned and give those in power preferential coverage.
As limited access orders, natural states constrain the ability of citizens to form organizations. In some natural states, opposition parties are illegal or the opposition leader is in jail. But even when opposition parties exist, the inability to form organizations at will means that the interests of many groups are not fully represented. For this reason, students of democracy have long emphasized the importance of a vibrant civil society for democracy (O'Donnell and Schmitter 1986; Tocqueville 1835; Putnam 1993; Widner 2001) .
Perpetuity is also relevant. All successful democracies limit the stakes of power (Przeworski 1991; Weingast 1997; 2008) . Democracies that fail to limit the stakes are more likely to experience coups and other sorts of extra-constitutional action. When the state threatens what people hold dear, they are willing to support coups as a means of protecting themselves. As an example, landholders in Chile in the early 1970s felt threatened by socialist president Salvador Allende's policies, including potential land redistribution, so they supported the military coup in 1973 launched by August Pinochet. Societies with credible limits on the stakes of politics therefore make coups and other forms of extra-constitutional action less likely. Credible limits, in turn, require a perpetual state, something absent in nearly all natural states.
In short, natural states may hold elections, but these institutions work differently than they do in open access orders.
Market Reform
Economists have long argued that market reform is essential for long-term economic development for developing countries. They argue that reform is
We explore the implications of the conceptual framework for economic development in NWW (2009a, ch. 7) and in North, Wallis, Webb, and Weingast (2007) . Pareto optimal-that it will make everyone better off. But economists face a problem: why have so few developing countries taken their advice? Why do most reform packages offered by international donors over the last twenty-five years fail to produce development?
The answer to these questions is that the economists are wrong; market reform will not make everyone better off. Economists miss the problem of violence, and in doing so, misunderstand the problems of development. Economists look at developing economies and see too much "market intervention," policies that grant privileges and rents to particular groups. Indeed, many proclaim these societies are rent-seeking, meaning that too many interest groups have pressed their case to the government and gained anti-competitive privileges that create rents. To this diagnosis, they recommend market reform: open access to new firms, removal of privileges, and anti-competitive government regulation.
Why does the economists' approach fail? The conceptual framework provides the answer. This approach begins with the problem of violence ignored by economists and suggests that rents, privileges, and anti-competitive regulation are not the result of stupid policymakers or greedy people. Rather, these rents arise because they are the means of forestalling the problem of violence. By granting the powerful a stake in cooperation, rents limit the problem of violence.
Into this natural state system come the economists armed with economic reform that effectively suggests dismantling the policies that create social order, the very glue of societies that maintain peace. Dismantling this system will not result in competitive markets and long-term economic growth but instead risks violence. And the threat of violence does not make everyone better off but threatens to make them worse off. For this reason, people in natural states typically resist reform.
Conclusions: Why Reforms Fail
The implicit model underlying most reforms is that developing countries are sick and that they need the appropriate medicine-i.e., policy reform. This perspective misperceives the problem. Natural states are not sick. These states are successful in the sense that they are structured in particular ways-including public policies structuring markets that create rents and privileges-as a means of solving the problem of violence.
Attempts to create rule of law, democracy, and market reform fail because they fail to take into account the logic of the natural state. I emphasized three central characteristics of the natural state: violence, lack of perpetuity, and lack of impersonality. All three characteristics hinder the process of reform and prevent creation of the rule of law, democracy, and markets in natural states. Put simply, these reforms cannot succeed in natural states. To affect any of these reforms, natural states must attain consolidated control over violence, a perpetual state, and the ability to treat their citizens impersonally, including providing policies on an impersonal basis. Unfortunately, these are each part of the doorstep conditions, and few natural states are close to being in a position to attain them. The conceptual framework offers no magic bullets; no new, straightforward, or easy path emerges for development. Indeed, development remains a hard problem, perhaps conceptually more difficult than before. Our perspective suggests that, before reform of the traditional type can move forward, developing countries need to provide the basis for control of violence, a perpetual state, and impersonality. Attention to these issues is necessary before natural states can develop democracy, competitive markets, and the rule of law.
